Thermo Fisher Scientific DB Pension Scheme

Thermo Fisher Scientific DB Pension Scheme (‘the Scheme’)
Defined Contribution Governance Statement

The Occupational Pension Schemes (Schems Administration) Regulstions 1898 (“the Administration
Regulations”) require the Trustze to prepare an annual statement reparding governance, which must
be included in the annual Trustee Report and Accounts. The governance raquirements apply fo all
definad contribution ("DC") pension amangemants and aim to help members achizve a good cuicome
from their pension savings.

This statemant covers the period from 1 April 2018 10 31 March 2020 snd contains the Scheme's
governance and charges disclosures in relation to the following:

1. The Default Investment Stratzgy

2. Procassing of core financizl transactions
2. Member-torne charges and transaction costs

3.1 [lhustrations of the cumulative effect of these costs and charges
4. Vslye for Members assessment

5. Trustes's knowlzdge and understanding

1. The Default Investment Strategy

The Administration Regulations reguire trustees to comment on the default investment arrangemeant
for their scheme. Mo contributions have been paid to cur Scheme since the relevant Regulations
came into force and the Scheme is not a qualifying scheme for auto enrolment purposes, therefore it
has no default arrangement. 35 defined by these Regulations. For this reasen, the governance
raquirements in relation to defzult investmeant arrangemants do not apply to the Scheme and are not
covered in detail in this statemant.

2. Processing of core financial transactions

The Trustes has a specific duty to ensure that cora financisl transactions are processed promptly and
scourately. Core financial transactions includz the transfer of member funds into and out of the
Echems, transfers betwesn different investmants within the Schemsa and payments to and in respect
of members/beneficiarias.

The Scheme is closed to further contributions and the core financial transactions sre undertaken on
the Trustee's behalf by the Scheme administrator, Buck.

The Trustes has a Servics Level Agreemant in place with Buck which includes core financial
transactions rzlating to the DC funds, as wiell as other sdministration tasks such as records
management; bensfits and tax calculations; provision of schems information, gquotes and ststements;
investments, disinvestmants and reconciliations; operation of member helipline and email inbox;
reporting to Trustes and regulatory bodies; supporting the Trustae's cther advisers on projects such
a5 Valustions and audits; and data protection.

The timescales 52t out in the Service Level Agresment for cors financial transactions are as follows:

Task Timescale to complete
Transfers-out 15 days
Payment of death claims 5 days
Payment of retirement banefits 10 working days
Pags 1 af 11
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[The Trustes is currsntly agresing 2 service level agreement is raspect of fund switches but current
practice is that Buck processes these within 5 werking days.

Buck has confirmed that there are processes in place for each cors financial transaction to ensure
they are procassed in a timely manner and accuratsly. An automated daily sales and redemptions
rzport is us=d fo chack transactions placsd the previous day. As an additional level of scrutiny, Buck
3lse have an intzrnal reconciliations team who independently carry out menthly checks, in addition to
dsily reconciliation of the Trustee bank account. Buck have internal audit functions in addition to the
extemal audit carried out on the Scheme annually.

Buck reports performance agsinst the Ssrvice Level Agresment to the Trustee on 2 quarterly basis.
The regorts detsil timescales for processing the cors financial transactions s2t out above, as well as
other tacks, against the Service Level Agreement. The guarterly administration reports slsa includs
detsils of any formal member complaints. The chacks and regular unit reconciliations carmmied cut by
the administrators ensurs core financisl ransactions ars accurate and timely. '

Buck reports administration service performance to the Trustee on a quarterly basis, but reporis run
from 1 Feb to 30 April, 1 May to 21 July and 50 on. Administration service performance from 1
February 2018 to 30 April 2020 was in line with Service Levels set out in the contract with Buck and
100% of target delivery times were mat for core financial transactions set out abave for the Scheme
35 a whole (not just DC funds). There were also no complaints received from members during this
period.

Buck has 3lso confirmad four bulk fund switches were processed during the Scheme year (these were
the quarteriy fund switches that are made as part of the Jjigstyling srrangements, no individual
members requesied a fund switsh). Buck has confirmed that all fund switches were completed within
5 working days.

In the fight of the abave, the Trustee is satisfied that over the period:

+ the administrator was operating appropriste proceduras, checks and controls and operating
within the agre=d Service Level Agresment;

+ there have been no materizl administration errors in relation to procassing cors financial
transactions; and

+ all core financisl transactions have been processed promptly and accuratzly during the
Scheme year.
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3. Member-bome charges and transaction costs

The Trustes is raquired to sot out the level of charges and fransaction costs bome by membears
through the funds.

These chargas and costs comprise:

= explicit charges, such as the Annual Mansgament Charges [AMCs), and sdditiona! expenses that
are disclosad by the fund manager ss part of the Taotal Expanse Ratios {TERS) (explained below
under "Explicit charges”); and.

= implicit fransaction costs, such as the costs borne within the fund for activities such as buying and
selling of securities within tha fund’s portfolio.

The Trustes is plessed to confirm thst there was no infermstion on transacticn cozts for the Scheme
yeer thst it was unable to obtsin for the purposes of preparing this statement, sithough for the Utmest
Life Money Markst Fund trensaction costs are only avsilsble for the 12-month period to 31 Decamber
2018 st the currant time.

Explicit charges

Members of the Scheme pay only investment costs from their DC funds. Members with additicnal
voluntary contributions (AWVCs) pay for investment costs and the cost of the AVC provider
administering their pelicy record.

The expilicit charge that members pay from their DC/AVC funds is the TER. This is the total explicit
cost of the fund to an investar and includes legel, sdministration, sudit, marketing, and regulatory
costs. It is calculsted by dividing =il expenses paid by the fund over the year by the value of the
fund's assets. Tha TER for DC funds and AVC funds held by Scheme members are shown in the
table below.

Implicit charges

Transaction costs are the costs which are incumad within the day to day mansgement of the asseis by
the fund manager. Thase cover such things as the cast of buying and selling securities within the
fund. Transsction costs are incurred on an on-going basis and are implicit within the performsnce of
the fund.

The way that transaction costs must be cslculsted for this statement means that they can be negative.
This can happen, for example, when buying an asset, if the actusl prica paid ends up being lower
than the mid-market (quoted) price at the fime of placing the crder, bacausas something has happened
in the market that pushes the price of the assat dovin - such as some negative publicity or a big sell
order by someone else.

The charges and franssctien costs esch membear pays have been supplied by the Schemea's DC and
AYC fund managers snd are s=t cut in the tabla below.

Where transaction costs have been provided ss a negstive cost, thase have bean set to zero by the
Trustee.
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n

ur fund msnsagers report transaction costs on 8 quarterly basis therefore the costs below sre for the

twiehse-manth pariod to 31 March 2020, unless specified otherwise.

DC Fund Total expense ratio Transaction Costs
(% p.a.) (% p.a.)

Lifestyle stratagy 0.075 to 065" 0.0877- 0.0860'
:Bls-mkﬂock Aquila Life Over 15 Years UK Gilt 010 0.01317
ndex

BlackRock Aguila Life 50:50 Glcbal Equity 0.15 0.02355
Index

Bladc’Rock Agquila Life 60:40 Glcbsl Equity 0.15 0.01808
Index:

lBleckRock Aquils Life 70:30 Glebal Equity 045 0.03561
ndex

BlackRock Consensus 0.15 0.02087
BleckRock Diversified Growth 0.65 0.33827
BlackRock Cash 0.00 0.01144

AVC Fund Total expense ratic Transaction Costs

(% p.a) {% p.a)

Equitsble Life With Profits 1.0 1.035°
Utmost Lifa Secure Cash 0.5 0.07"
Utmost Life Money Market 0.5 0.008"

Standard Life Pension 2 With Profits 2 1.15% 0.0824
Phoenix Life (former Royal & Sun Alliance) - . 5

With Profits Fund ot applicable 0.0

'Depending upon term to retirement.
*These transaction costs are for the 12-month period to 31 Decamber 2018 as the With Profits Fund
closed an 1 January 2020.

*These transaction costs are for the 12-month periad to 31 March 2020 but they sre for tha undertying
fund; members of the Schems have only been invastad in this fund since 1 January 2020.

*These tranzaction costs are for the 12-month period to 31 December 2019, Utmost Life has not yet
published the transaction cosis for the 12 months to 31 March 2020,

*The charges on these Funds sre not explicit, they sre {akaq Jinta geepunt whan the provider is
deciding on the level of bonus to declare each year. Standsrd Life publishes an estimste of costs on
its website and that is whast is shown here, whereas Phoanix Life does not disclose any information
about the charges on the former Royal & Sun Alliance With Profits Fund.

21 _lliustrations of the cumulative effect of costs and charges

From € April 2018 the Cceupsational Pension Schemes {Administration and Disclosura) (Amendment)
Regulstions 2018 infroducad new reguirements relating to the disclosure and publication of the level
of casts by the trustees and managers of a relevant scheme. These chenges sre intended to improve
fransparency on costs.

In arder to help membars understand the impsact that costs and charges can have on their retirement
savings, the Trustee has provided illustrations of their cumulstive effect on the velue of typical
scheme members’ savings over the pariod to their ratiremant.
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The illustrations have baen preparad having ragard fo statutory guidance, selecting suitsble
representstive members, and sre based on g nupmksc of assumptions about the future which are set
out below under 'notes and sssumptions'.

Members should ba aware that such assumptions may or may not hold true, so the illustrations do not
promise whst could happen in the future and fund veluas are not gusranteed. Furthermore, because
the illustrations are based on typical members of the Scheme thay are not a substitute for the
individual snd personalised illustrations which are provided to members in thair annusl benefit
statemeants.

Nozes and assumptons:

1. Projected fund values are shown in fodsy's terms, and do not need to be reduced further for the effest of
future inflation.

2 Infisfion is assumed fo be 2.5% each year.

2 Values shown are estimates and are nof quarsnieed, but the age of members and siart fund vaiues are
representstive of fhe Scheme's DC and AVC membership.

4. The sssumed growth rates (gross of costs snd charges) are as folfows:

DC Lifesgyle funds:
»  BiackRock Aquils Life (50:5G) Global Equity Fund: 6.7%5 (4.238 p.s. above infiafion)
v BlackRock Diversified Growth Fund- 4.0% ('1.5% p.a. above infistion)
*  BlackRock Aquils Life Over 15 Years UK Gilt Index Fund’ 0.3% (2.234 p.a. balow inflation)
»  BisskRock Cash Fund: 0.1% (2.45¢ p.5. below infiafion)
DC Self-select funds:
*  BiackRock Aquils Life (60:40) Giobsal Equity Fund: 6.7%5 (4.2% p.5. sbove infizfion)
*  BlackRock Diversified Growith Fungd: 4.0% (1.5% p.s. sbove infisfion)
AVC funds:
»  Litmost Life MultcAssef Lioderste Fund: 3.55% (1.0% p.a. above infiafion)
*  Utmost Life MulficAsset Cautious Fund: 2.0% (0.5% p.s. befow infstion)
5. Forthe DC lifesfyie strategy and the Ulmost Life investing by Age sirstegy, the projechon fgies infe areount
the changing proportion invested in the different underying funds. The underying funds are shown above.

6 Where svsiable, the ransaction cosis have been aversged over 8 2-year period in line with ststufory
guidsnce to reduce the level of volafiliy, and 2 floor of 075 pa has been used for the fransaction sosts if
these were negafive in any year so 25 not to potenfially undersisfe the effest of charges on fund values over
time

DC funds:
We havea provided illusirations for en example member fram 2ach categery of the DC secfien:

» Example member 1: A member of the Life Sciances category with the longest time to
retiremant [currently age 38) with a refirement sge of 85 and &n sssumed current fund valus

of £18.763 (which is th= madian fund value for sll members of this category).

* Example member 2: A member of the Linigam category with the longest timea to retirement
(currently age 41) with a retiremant aga 85 and an assumed cumrent fund value of £33.178
(which is the median fund wslue for gll members of this category)

Vie have produced illustrstions to demensirate the cumulstive effect of costs snd charges on member
fund values over tima. Projections sra shown for the lifestyle strategy in the charls and tables below.

As the projected retirement ssvings sre dependent on investment retums as well as the level of costs
and charges, we have also included some comparison figures with other investmeanis in the tables.
For comparnison purposes, we show the projected refirement savings if the exsmple member was
invested in the BlackRock Aquila Life 80:40 Global Equity Index Fund (which has a higher projected
growth rate snd relstively low charges) snd the BlackRock Civarsified Growth Fund which has s lower
growth rate and higher charges.
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Exsmole member 1
Example member one - Lifestyle
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—i—Estimated fund value (afler TER) £
e Eshmatad fund value (alter TER and TCs) £
For examiple member 1, the impact of the costs and charges on the lifastyle sirategy, BlackRock

Aguils Lifa 80:40 Globel Equity Index and the BlackRock Diversified Growth Fund on the estimated
fund vslue (EFV) over the term to retirement is shown in the table below.

Lifestyl= strategy B&acglloa'::; AEgﬂ:I; Il.r:fs 3(9.-4»3 BlackRock Dg:iﬁiﬁed Growth
t age:
(bifg’m (Ef,":‘:_’r Effect of {b'ige é;\:"r Effect of {bich:f!e (ERF; Efiect of
charges) | charges) charges charges] | charges) charges charges) | charges) charges
49 20,57 20,541 32 20,573 20,542 A 20,052 10,864 188
45 25,148 24,913 235 25,148 24,921 227 21,563 20,375 1,183
L] 30,740 30,217 523 30,740 30,232 507 23,188 20,800 2,239
55 35,832 35,4585 1,173 37,575 35,678 §07 24,835 21,435 3,489
20 40,850 38,262 2883 45,831 44,405 | 1,435 25,813 21,988 4,825
&5 40,861 7,123 3233 53,145 53,882 2,183 28,834 22,553 8,231
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Example member two - Lifestyle
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For exarople member 2, the impact of the costs and charges on the fifastyle sirstegy, BlackRock
Aquilzs Life 80:40 Global Equity Indax snd the BlackRock Diversified Growth Fund on the estimatad
fund value (EFV) cver the term to refirement is shown in the tsble below.

Lifestyle strateg EIac(ksll?(;J;;c] AE@?JL; Il.l;fde ;0:4«0 BlackRock D’;\:;ngiﬁed Graowth
Atage:

(bigﬁ (Eftp;j Effect of {b‘ifc"m (EEJ_:« Effect of (bi‘;c\"m (EﬁF\e’r Effect of
charges) | charges) charges charges) | charges) charges charges] | charges) charges

45 38,857 38,716 24z 38,857 3gr2z 235 35,161 33,857 1,204

50 47,620 45,056 664 47,620 45977 642 37,810 34,728 3,082

&5 55,740 55,005 1,653 58,200 55,801 1,218 40,850 35,621 5,038

&0 63,437 50,450 3,678 71,1583 60,140 2013 43722 38,537 7,185

&5 62,454 57,680 3,785 §5,876 83,878 3,033 47,017 aT4TT 9,540

AVC funds:

In previous yesrs, we have not provided illustrations to show the impact of costs and charges on AVC

funds. This is bacsusa sll AVCs were invested in Vith Profits Funds, and the fund velue is therefora
determined by the annusl bonus daclsrad by the provider, not the invastment retum and the level of
costs and charges on the fund (though both these factors are likely to have an impact on the annual
benus declared). Sinca the Equitsble Life \\ith Profits Fund closed on 1 January 2020, members of
the farmer Equitsble Life AVC srrangemeant hawve been invested in unit-linked funds through Utmest
Life. W= have tharefore includad sn illustretion to show the impsct of costs and charges on an
axample member of the Utmost Life AVC asrrangement with the longest time to retirement {cumrently
age 50) with & ratiremant ag2 of 85 and an assumed current fund value of £4,985 {which is the
meadisn fund value for sll members of this A\WC arrangemant).

We hava produced illustrations to demonstrate the cumulstive effect of costs snd charges sssuming
investment in the Utmost Life "Invasting by Age' strategy, ss all Utmost Life AVC funds will be moved
to this strategy by 31 December 2020.
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For the exsmple AVC member, the impact of the costs end charges on the Utmest Life Investing by
Age strategy on the estimated fund value (EFV) cwer the tarmi to retirament is shown in the isble

below.
Investing by Ags strategy
At age:
EFV (befor= charges) EPFV {sfter changes) Effzct of charges
55 5,430 5,230 200
4] 5,800 5.48C 410
&5 6,280 5710 g50

4. Value for members assessment

The Administration Regulstions require the Trustee to mabe an gssessment of charges and
transactions costs bome by membears and the extent to which those charges and cosis represent
geod vslue for meney for members.

Therza is no legal dafinition of "good value" and the process of determining this for members is 8
subjective one. Besed on advice from the Scheme advisers. Aan, the Trustee has estsbiished a cost-
benefit analysis framework in order to sssess whether the member berne charges deliver good value
for members. The costs bome by members hava been idantified as the TER and transaction costs as
=2t out in section 3 of this statement. The Trustee has cansidered the benefits of membearship under
the following five cetegories: Administration costs, Scheme governanca, Mamber communicstions,
Imestmant cheicas and Retiremant support. The Truste= befieves the bensfits of membership can be
financial cr non-financisl in nature.

¢+ Administration costs

- The Scheme pays the administration costs on DC funds so members pay only investment
charges. We believe member-boms charges are competitive when compared to current
msrket rates for similsr arrangemeants.

* Scheme governance

- Scheme govemance covars the time spent by the Trustee {o ensura the Schame is run in
complisnce with the law and regulstion, including tsking account of the interests of its
members.

Pape & of 11
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- [The Trustes believes that good governsnce is key to ensuring that & framewocrk exists and is
activaly in use {o help deliver better member outcomes. The Trustee regulariy reviews and
updstes its governance processes and procadures to make sure that the Scheme follows
industry best practices.

- Given the govaemance processas and pracedures in place. the Trustee beliaves the
governance srrangements for the Scheme are eppropriste.

®* Member communications and engagement (including support at retirement)
- The Scheme provides effective communications that are accurste, clear, informative and
timaly.
- The communicstions use & variety of communicstion medis, and the Trustee is currently
exploring online support for members.

- Scheme literature is svaileble from the Scheme administrator on request.
- Any Scheme-specific changes or snnouncements sre issued by the Trustee when required.

* Investment choices

- The Scheme offers a lifestyla strategy and a smali range cf salf-selact funds that cover the
rsin assat classes to DC members. The investment funds svailable have been designed,
following edvice from the Scheme's investment sdviser, with the specific needs of members in
mind, end fund performance is reviewad gusarterly.

- The Trustes is responsible for the governance of the Scheme's investments. |t is expected to
review the investment strategy and objectives of the investment options st regular intervals (st
least every thrae years) and to tske intg sgoount the needs of the Schemea's DC section
membearship when designing the strategy. The last review was carried out on 25 Septembar
2019,

- The Trustes has recanily amendad the Schema's Statement of Invesiment Principles {o datail
its policies with respect to environmental, social and governance issues. The latest

Statement of Investment Prineiples for the Schame dated August 2018, which governs

decisions sbout the Scheme’s investmenis and is prepsrad in eccordance with regulation 24
of tha Occupsticnal Pansion Schemes (Investment) Regulations 2005 is included in the
Appendix to this Statament.

¢ Retirement support

- Thea Trustee considers thet the Schame has suitable refirement support in plece which offers
members accass to support, guidance and information.

Bss=d upon the Trustze's assessment framework, described sbove, the Trustee believes that the
Scheme has delivered value for DC members in gJl_gf the key areas over the peried covered by this
Statement.

hMembers can usz= their AVC funds towards their pension commencement lump sum (tax-free cash”)
and thereby reduce the amount of defined benefit pension thay commute for tax-frze cash. The
Trustee considers this option to be s valuable benefit for members. The charges cn the With Profits
Funds in which AVCs are invested sre not explicit snd =o it is difficult to assess the costs and chargas
borne by members. Ve believe it is ressonablzs to assume members velue the smocthad investmeant
returns provided by the Wiith Profits Funds. Bssed upon these factors, the Trustee has cencluded
that tha AWC arangements do provide value for members. The Trustee plans to review tha valua
provided by the Utmost Life arrangement following the closure of the Equitable Life With Profits Fund,
and fransfer of policies to Utmost Lifa.

Papz B of 11
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5. {Trustee Knowledge and Understanding ('TKU")

Sections 247 and 248 of the Pensions Act 2004 set out the requirement for trustees to have
appropriste knowledge and understanding cof the law relsting to pensions and trusts, the funding of
occupstional pensien schames, investment of scheme sssets and cther matters to enabla them to
exercize thair functions ss trusteez properly. This requirement is underpinned by guidance in the
Pensicn Regulster's Code of Practice 7.

The coemments in this saction relste to the Trustee as s body in dealing with the whole Schemsa ard
unlass specifically mentionad, are not restricted to the DC section of the Schame.

Ross Trustees Services Limited ('Ross Trustees') is the scla Trustee of the Schema. The individuals
that represent Ross Trustees are experiencad pension professionsls who act as trustees scross g,
nurober of differant pension schemes and have acted as Trustae of the Scheme for a number of
years. These individugls therefore have s significant depth of pension knowledge, which they keep
up to date as part of their professional duties, meaning they mest the Pensions Regulator's trustze
knowizdge snd understanding requirements {as sat out undar Code cf Practica 7).

Ross Trustaes has schieved the standards required by the Institute of Chartered Accountants in
Englend snd Welas Tachnical Release AAF 02407 cn its internal controls. Ross Trustees' complisnce
with these reguirements is audited snnually and it maintsins the level of training expacted from a
professional trustee. Since the Scheme year-end, the Chair of the Trustea qualified as a
professionally accredited Trustee.

Ongeing evslustion by the Trustee is camiad cut which considers, smongst other things, the design,
systems. sacurity, administration, risk managemeani, advisers and gowernance of the Scheme and the
effectiveness of the Trustea. This includes msking sure that the Trustee has appropriste processes in
place to ensure it has syffigien} knowledoe and understanding of:

® pensions &nd trust law;

s the ralevant Schame documentstion, including s working knowladge of the Scheme's trust dead
and rules;

* 3 working knowledge of the Scheme's Statement of Investment Principles; and

* 3 working knowledge of all documents satting out the Trustee's current policies in respect of
the Scheme.

Additionslly, Ross Trustees cperstes a programme cf in-house training, which is defivered by subject
matter experts, and covers bath snnual mandatory training (for example, GOFPR compliance) and
additional treining identified by cross-organisstional treining needs salf-evaluations.

In edcition to the knowledge and undarstanding of the Trustee, the Trustee has engaged with its
appointad profassicnal advisers regutary throughout the yesr to ensure it runs the Scheme effectively
and exercizes its functions properiy. The Trustee's professicnal advisers also attend zll Trustee
maetings. Agenda-specific training is pravided by the Scheme's advisers during Bosrd mestings and
during the Scheme year, to ensura that the Trustee maintsins s syffician knowledge and
understanding of the law relating to pensions and trusis and the relevant principles relating to the
funding and investmant of occupstionsl schemes. In particular, the Trustee has, amongst other things:

= Received spacific fraining on the following investment matters: Responsible inwasting for pension
schemas, Environmental Social and Gowvernance considerstions, Credit Investment cptions.
Investment options - Emerging Msarket Debt, Hedping. return-sesking assats, Sirategic Objectives
for investment advisers, LDI - how it warks and impact on funding srd the impact of COVID-1¢€ on
invastmant marksts.

*  Undertzken Actusrisl VVslustion snd Investment training, together with training an buy cuts and
employer covensnt
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= PDther updstes and irsining over the coursa of the Scheme year have included a GDFR. update,
TPR Toolkit modules, Member disputes, GMP aqualisation, Pension Protection Fund and
Integrated Risk Management.

Considering the fraining activities completed by the Trustee together with the professicnsl advice
availabla to tha Trustee, the Trustee considers thst it meets the Pansion Regulatar's TKU
requirements (a3 set cut under Code of Practice 7) and is confident that the combined knowledge and
undersfanding of the Trustes board, together with the input from its specialist advisers, enables it to
properly exercise its functions as the Trustee of the Scheme.

Signed on behalf rustee of the Therme Fisher Scientific DB Pension Scheme
D
— =
Chair of Trustee I

Dats of signing: cQ/H')’\ SQ_'D"‘@’VM Q,@ZD
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